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DRAFTED BY TREAS :OS : SPHANNES 
APPROVED BY EB/IFD/OMA:RJRYAN 
TREAS :OS :DSFOSTER 
EA/PH:JLAKE 

120049Z 010351 /70 

R 112109Z JAN 77 
FM SECSTATE WASHDC 
TO AMEMBASSY MANILA 

UNCLAS STATE 005943 

E.O. 11652: N/A 

TA : EFIN 

SUBJECT: REQUEST FOR INFORMATION WITH RESPECT TO PROPOSED 
U.S. -PHILIPPINE TAX TREATY 

IN LETTERS DATED NOVEMBER 24, 1976 THE U.S. AND PHIL- 
IPPINE GOVERNMENTS AGREED TO A MODIFICATION OF ARTICLE 23 
OF THE PROPOSED TREATY. THE U.S. LETTER RECITES THAT WHERE 
PHILIPPINE CITIZENS ARE RESIDING OUTSIDE OF THE PHILIPPINES 
THEY ARE SUBJECT TO TAX BY THE PHILIPPINE GOVERNMENT ON 
THEIR WORLDWIDE INCOME BUT AT REDUCED RATES OF 1, 2, OR 3 
UNCLASSIFIED 

UNCLASSIFIED 
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PERCENT AND THAT FOREIGN INCOME TAXES ARE DEDUCTIBLE IN 
COMPUTING THEIR TAXABLE INCOME. IN PREPARING AN EXPLANA- 
TORY MEMORANDUM TO ACCOMPANY THE TREATY TO CONGRESS, THE 
QUESTION HAS ARISEN AS TO WHETHER THE PHILIPPINE LAW DOES 
GRANT A DEDUCTION FOR FOREIGN TAXES IN SUCH SITUATIONS. 
SECTION 21 OF THE PHILIPPINE NATIONAL INTERNAL REVENUE CODE 
APPEARS TO IMPOSE A TAX ON THE GROSS AMOUNT OF THE INCOME 
OF SUCH NONRESIDENT PHILIPPINE CITIZENS. COMMENTARY TO 
THIS PROVISION AND TO SECTION 30(C) OF THE PHILIPPINE NA- 
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TIONAL INTERNAL REVENUE CODE, WHICH CONCERNS THE DEDUCTION 
AND CREDIT FOR FOREIGN INCOME TAXES, SUGGESTS THAT THE DE- 
DUCTIBILITY AND CREDITABILITY OF FOREIGN TAXES IN THE CASE 
OF PHILIPPINE NATIONALS RESIDING ABROAD HAS BEEN QUALIFIED 
BY PRESIDENTIAL DECREE NO. 69. PLEASE PROVIDE THE 
TREASURY WITH A COPY OF PRESIDENTIAL DECREE NO. 69 AND 
COMMENT ON WHETHER THE FOREIGN TAXES ARE DEDUCTIBLE OR - 
CREDITABLE IN THE SITUATION OUTLINED ABOVE. 

ROBINSON 
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